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STIPULATIONS 

Pursuant to Notice and/or consent of the parties, the 
deposition hereon captioned was conducted at the time and 
location indicated and was conducted before Cathy Chaplin, 
CVR, Notary Public in and for the County of Guilford, State 
of North Carolina at Large. 

N and/or defect in Notice of time, place, purpose 

and me of taking the deposition was waived. Formalities 

to sealing and filing the deposition were 
it is stipulated that the original transcript, 
^certified by the undersigned court reporter, 
jde available for use in accordance with the 
le.rules as amended. 

^stipulated that objections to questions and 
strike answers are reserved until the testimony, 
or anyhpar^ thereof, is offered for evidence, except that 
objectfelSP^o the form of any question shall be noted herein 
at the|J2^ of the taking of the testimony. 

Reading and signing of the testimony was requested 
prior to the filing of same for use as permitted by 
applicable rule(s). 
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The witness, ANDREW J. 

SCHINDLER, being first duly sworn to state 
the truth, the whole truth, and nothing 
but the truth, testified as follows: 

(10:00 o'clock a.m.) 

EXAMINATION 
l. ROSENBLATT: 

Q. Please state your name and your 
ress. 

A. My name is Andrew J. Schindler, 
my address is 




ONAL/CONFIDENTIAL MATERIAL RE DACTED 
Q. What is your position with the 
eynolds Tobacco Company? 

A. I'm the chairman and CEO of RJ 
^Reynolds Tobacco Company and RJ Reynolds 
^^^icco Holdings Company. 

Q . What is the difference between 
those two entities? 

A. RJ Reynolds Tobacco Holdings is 
the parent company of RJ Reynolds Tobacco 
Company. 

Q. Have you had occasion to read 
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your deposition which was taken in the 
Engle case? 

A. Yes, I have. 

Q. When did you read it most 



recently? 

A. I would say the last time I 
ted at it was probably a week and a 
:, two weeks ago. 

Q. Do you remember what you said in 
deposition on the subject of medical 
sation? 

A. Yes, I do. 

Q. Do you stand by what you said in 
deposition on that subject, or is 
?fe anything you would alter? 

A. No, I stand on what I said in 
fit deposition. 

Q. What did you say on the subject, 
essentially? 

A. Well, essentially, what I said 
is that I believe people are -- that 
cigarette smoking significantly increases 
the risk of certain diseases, such as lung 
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cancer, emphysema, heart disease and so 
forth. And that that risk may cause that 
disease in some people. 

Q. Is cigarette smoking addictive? 

A. You know, I believe that in the 
every day common use of the term, as it's 
today in our society, that cigarettes 
„wo^Ld be addictive by that definition, but 
not believe that cigarettes are 
.ctive in the context of comparison of 
>in and cocaine and hard drug addiction 




19 or people you see on television shows or 

20 in newspaper reports, they tend to use the 

21 word addiction in what I -- you know, I 

22 would define in a somewhat informal or 

23 somewhat more casual way than how it was 
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used, for example, when 1 was growing up 
in the 50’s and the 60’s. In those -- 
when I was growing up, when people 
referred to addiction back in those days, 
it was very clear that they were referring 
to somebody that was addicted to hard 

[s, heroin, morphine, or that they were 
ilcoholic. 

As time has evolved, the term is 
used in a -- what I -- I personally 
.ne as a much looser, more casual way, 
•efer to all sorts of behaviors and 
jyigs that people may have developed as a 
^vior or a habit that somebody judges 
*■-- or they may judge themselves as 





’"•'df'f'^ficult to give up, and so that's my -- 
had to simplify that, I guess it’s 
^^m^thing that somebody does that they 
enjoy that is perceived to be difficult 
for them to give up. 

Q. Do you agree or disagree that 
the following is an every day, common 
definition of the word addiction: That is 
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1 a behavior that the user, let’s say, in a 

2 smoking context, a smoker, who wants to 

3 quit smoking, but isn't able to. 

4 MR. JOHNSON: Object to the 

5 form of the question. You can answer. 

6 THE WITNESS: Well, I 

7 ’ b^lsieve, Mr. Rosenblatt, that if somebody 


S' . 

™Jtfai^ts to quit smoking, that they can quit 

f i; 

r^ismSiking. And, you know, 40 some million 


pie, I believe, have demonstrated a 
t and the ability to quit smoking. 

i 

Q. (Mr. Rosenblatt) Well, if you 
ieve that, don’t you agree that you 
bssarily have to believe that smoking 


not addictive? 

. MR. JOHNSON: Object to the 

m of the question. 

( MR. ROSENBLATT: The whole 






19 definition of addiction is, you can’t quit 

20 the behavior. 


MR. JOHNSON: Object to the 


22 form of the question 


MS. LUTHER: 


Object to 
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todrew J. Schindler 


the form of the question — 


MR. ROSENBLATT: What they 


W X 


believe is, that anyone who wants to quit 
smoking can, so how is such a person 


addicted, if they can quit if they want 



MS. LUTHER: Stanley, hold 


8 ^.jon^dust a second, the court reporter has a 

9 bttMtion. 


COURT REPORTER: Two or 


>e people were objecting, and he was 



lacing, and I couldn't get everybody at 
e.: same time, so who objected, please? 
ssf MR. JOHNSON: I did. 



COURT REPORTER: Mr. 



son and Ms. 


MS. LUTHER: Luther. 


COURT REPORTER: Luther. 


19 I'm sorry. You may go ahead now. 


21 Rosenblatt? 


THE WITNESS: Mr. 


MR. ROSENBLATT: Yeah, did 


23 the court reporter get my question? 
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MS. LUTHER: Could you 
repeat it, please? 

MR. ROSENBLATT: Okay. I 
think I can. Isn’t your understanding of 
the word addiction completely contrary to 
the concept of addiction, which is that a 
son wants to quit the behavior and 
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16 know, I'm not the one that invented 



„can't, because your belief is that any 

" N r" 1 

:er who wants to quit, can? How do you 


pneile your understanding of the term - 
at statement with the term addiction? 

MR. JOHNSON: Object to the 
of the question. 

THE WITNESS: I -- yeah, I 
Leve -- well, let me back up a second. 
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18 

19 
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way the word addiction is used in 
re)ry day situations in our society today. 

All I'm reflecting back to you is what I 
observe, and I think almost anybody 
observes, and how people use that word to 
describe certain kinds of behaviors. I 
have never understood that the definition 
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1 of addiction is something you absolutely 

2 can't quit, so -- and as I said just 

3 previously, that if somebody wants to, you 

4 know, give up smoking, they really want 

5 to, I believe they’re capable of doing 

6 that, if they've made that commitment and 


7 ''''that decision. 
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So 



Q. (Mr. Rosenblatt) - It’s your 

ef that if a smoker has made a 
icient commitment and is sufficiently 
vated, 100 percent of smokers can 
? 

A. Yes. I think if 100 percent of 
ers made a commitment that they wanted 
it smoking, then 100 percent of 


16 hsm&kers would -- that acted upon that. 


I 


would give up smoking. 

Jjt Jl Q- Who is in the room with you 
besides Mr. Johnson, just so it will be 
clear in my mind. I know two associates 

21 from my office are there, and I believe I 

22 heard Kelly Luther's voice. 

23 MS. LUTHER: Stanley, I 
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think it might be easier just to give our 
appearances. 

THE WITNESS: Yeah, let 
everybody tell you who's here. Okay? 

MR. ROSENBLATT: That's 

fine. 

MR. JOHNSON: Jim Johnson 


_jon.be ha If of Reynolds. 

MR. BLIXT: Charles Blixt 
ehalf of Reynolds. 

MR. WEBER: Bob Weber on 
If of Reynolds. 

MR. DONAHUE: Dan Donahue 
ehalf of Reynolds. 

MR. BASSETT: Randy Bassett 




16 Brown and Williamson Tobacco 

17 ^^^joration. 

18 mr. NEWSOM: Jim Newsom on 

19 behalf of Lorillard. 

20 MS. LUTHER: Kelly Luther. 

21 MR. MOSS: John Moss on 

22 behalf of Philip Morris. 

23 MS. MIA MARTIN: Mia 
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Martin. 

MS. PERDITA MARTIN: 

Perdita Martin. 

THE WITNESS: That's it. 

Q. (Mr. Rosenblatt) Okay. Mr. 
Schindler, are you coming to Miami to 

-ify live in front of the jury in the 
^Ltive damages phase of this case? 

A. That is the current plan. 

Q. And have you cleared your 
idule to be available to testify? 

A. Well, I don't know -- at least 
sne has told me when that -- precisely 
date would be, but the current plan 
;o be there, and hopefully there will 




16 hber^some lead time on knowing what the date 


17 iNtfMld be, and obviously the intent would 

18 Q^J:o get the calendar cleared to be able 

19 to be there. 

20 Q. Okay. Why did you voluntarily 

21 agree to obligate your company to pay to 

22 the master settlement agreement, where you 

23 and the other tobacco companies agreed. 


U1 

to 


U> 

CO 

CD 


05-11-00 Rngle v. RJ Reynolds/94- 

08273 CA (22) COPY 

Chaplin ft AMMiAtM, P - O. lox 407, K*tii«ravill«, VC 37285 (334) 992- 
1954 


http://legacy.library.ucsf.e8aflid&nt|Gj5a0jGto£peli(/.industrydocuments.ucsf.edu/docs/smgl0001 






I 


An drew J. Schindler , 





1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 



14 

15 

16 

17 

18 

19 

20 
21 
22 
23 


without a verdict, without a case going to 
verdict, without the appellate process, to 
pay $246 billion over a period of years? 

MR. JOHNSON: Object to the 
form of the question. 



THE WITNESS: The master 
lement agreement was agreed to after, 
s know, a long process that started in - 
guess it really started in the spring 
997, when the initial global 
lement was initiated in terms of those . 
ussions, and then evolving to the 
sfer settlement agreement that was 
tiated -- what, November -- or 
lized in November of ' 98 . The reason 
r-the^ company agreed to do it was the 

ion. You know, you're sitting there 
Pvlith -- at that time, as I recall, the 



potential for nine or ten or eleven of 
these suits being tried within a twelve or 
a fourteen month period. You know, a very 
difficult if -- at least in my opinion, if 
not impossible, if nothing else. 
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Andrew «J. Schindler 


1 logistical situation to be confronted 

2 with, and on top of that, it's with, you 

3 know, the states themselves, and so out of 

4 that whole process, you know, a decision 

5 was made that the best thing to do would 

6 be to resolve these cases through some 


flement. 

, s Q. (Mr. Rosenblatt) Did you think 
i would lose those cases in front of a 


MR. JOHNSON: Object to the 
of the question. 

MR. ROSENBLATT: Did that 


4_nto your decision to agree to enter 


15 the settlement? 

16 THE WITNESS: Let me 

17 NiPfftrify something here, so that we're 


irfectly clear. I was not the one to 


19 negotiate the settlement. All right. I 

20 was not the one in control of that 

21 process. That was done by RJR-Nabisco, at 

22 the time. Obviously, I was aware of what 

23 was going on, and informed of what was 
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going on, but I was not sitting there with 
the accountability to make that final 
decision, nor did I have anybody 
representing me, so to speak, as the 
tobacco company, you know, at that table. 
Okay? 

MR. ROSENBLATT: Yeah. 

THE WITNESS: And I think - 
ibu know, I think it's important to 
erstand that. Now that I’ve set the 
e for that, I have forgotten what the 
tion was, if you could please repeat 
Sorry about that. 

Q. (Mr. Rosenblatt) That's all 
t. I think the question was, as part 

16 H^what went into the equation for the 

17 ^ffision to agree to the settlement was, 

18 P|c|i^ you think you would lose the cases, 

19 the attorney general cases, in front of a 

20 jury? 

21 A. Okay. With that background I 

22 just gave you, from my point of view, as 

23 near as I can recollect at the time, that 
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was not where my perspective was. It -- 
to me, it had -- I mean, you always, 
obviously in any situation and one as 
uncertain as the nature of these cases 
were, there's always that theoretical 
possibility that you could lose. There's 
that theoretical possibility that you 
^coi^J-d win them all. 

I think most significant to me, 
though I wasn't the one absolutely 
:ing here and making a decision about 
i, was there was just this fundamental, 
jpLmost gun to your head reality of case 
ger case after case after case, in a 
ler that just from a logistical 



17 F^WFficult to prepare for and effectively 

18 ^^Tf^Lnd in a courtroom. 

19 Had those cases been spread out 

20 in such a way that you might encounter one 

21 of them every 24 months or so, you know, I 

22 don't know that if -- if that would have 

23 changed my opinion, but I’m saying that in 
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a qualified way, because I was not the one 
sitting there with the accountability to 
make that decision. All right? But 
certainly the logistics of -- the 
realistic logistics of all that -- at 
least in my mind, had some bearing on the 
Ltjuation. 

Q. (Mr. Rosenblatt) Who was the 
negotiator for RJR-Nabisco, in terms 
:he master settlement agreement? 

A. This is speculative on my part, 
luse you're being very precise about 
;ad negotiator. As I recall, the lawyers 
were the most involved outside, were 
mr Golden and Scott Weiss from Davis 
and then there was Bill Rosoff, who 
the general counsel of RJR-Nabisco. 

Q. Well, I mean other than the 
lawyers, who was the -- what was your 
understanding as to who Golden and the 
other lawyers were reporting to and 
receiving their directions from? 

A. Oh, well, they reported to Steve 
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Q. Okay. Was the situation such 
that once Steve Goldstone and RJR-Nabisco 
made a decision to enter into the master 
settlement agreement, did you agree or did 
you have to agree? 


MR. JOHNSON: Object to the 






THE WITNESS: Well, I 
feed and we, you know, formally agreed, 
use the Tobacco Company Board -- 
mber we were an operating company at 
time, you know,, signed the agreement. 
Q. (Mr. Rosenblatt) So, I mean, 
pretically, if you had opposed the 
ement, they could -- are you telling 
they could have gone ahead and signed 
lej agreement without your also agreeing? 

MR. JOHNSON: Object to the 


form. It calls for a legal conclusion. 

MR. ROSENBLATT: I'm 

calling for a very factual, as far as you 
know. 


(J1 


-J 
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THE WITNESS: All right. I 

MR. ROSENBLATT: - I mean 

as a practical matter, would it have 
mattered if you had objected to the 
agreement, or is it your understanding it 
-d have gone ahead anyway? 

THE WITNESS: I - 

MR. JOHNSON: - Object to 


THE WITNESS: I don’t know, 
ean, I'm not a lawyer, and I can't 
er that. I personally agreed with 
g ahead with the master settlement 
eement. Now, that I can obviously 
h for. The legal question you’re 
ing is I have no idea, but I 
jj^rp onally agreed, so that wasn’t an 
issue, Mr. Rosenblatt. 

Q. (Mr. Rosenblatt) Earlier you 
referred to the global -- the global 
settlement, which I think you said was 
kind of like the precursor or at least the 
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background of the master settlement 
agreement with the states. 

A. Yes. 

Q- What was the global settlement? 

A. Well, that was -- you know, the 
process, as I recall, started in April of 
and then by June of '97, a settlement 
:ement was signed by all the parties 
were at that table, and then the 
:ess from there was to have Congress in 
xington, you know, in fact legislate 
agreement. That's in essence what 
the • agreement was. 

Q. Okay. Is it accurate to say 
in terms of the global settlement 
sement, there was in fact an agreement 
^ween the parties, but in order for that 
j^ement to be effectuated, you needed a 
congressional enactment and that 
congressional enactment was not 
forthcoming. But had it been forthcoming, 
then the deal would have been finalized at 
the global level. Is that correct? 
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MR. JOHNSON: Object to the 

form. 

THE WITNESS: Yeah, that's 
the process that seemed to be in place, 
you know, at the time of the agreement. 

Q. (Mr. Rosenblatt) Now, in the 
jal settlement agreement, the tobacco 




8 ^-coi^panies obligated themselves to pay the 


1 sum of $368 billion over a period of 
s. Is that correct? 

A. You know, I don 1 1 -- I wi11 
me that's correct. I mean, I don’t 
raber the exact number. 

Q. Give or take a couple of 
ion. 

I just don't remember the exact 

er. 

Q. Okay. Whatever the exact number 
was, is it fair to say that RJR-Nabisco 
and RJ Reynolds Tobacco Company calculated 
that that agreement would in no way force 

22 them into bankruptcy? In other words, 

23 that they would be able to meet their 
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obligations under the global settlement 
agreement? 

MR. JOHNSON: Object to the 
form of the question. 

THE WITNESS: Again, I just 
-- you know, for the record here, and for 
own insight, I was not -- nor any of 
^olks, party to that negotiation. All 
t? I found out about, you know, the 
1 settlement probably not much sooner 
the press did, in terms of its 
ifics and amounts of money and that 
of thing. So, the fact that it was 
ed to by the parties that negotiated, 
an only assume that they were assuming 
weren't heading into Chapter Eleven, 

I have --or into bankruptcy, but I 
no knowledge of what kind of analysis 
they did regarding that. You would have 
to assume that they thought it was do¬ 
able . 

Q. (Mr. Rosenblatt) Right. Yeah, 

I mean, as a rational businessman, you 
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would not expect parties to enter into an 
agreement that they anticipated would 
throw them into bankruptcy. 

MR. JOHNSON: Object to the 

form* 

MR. ROSENBLATT: Correct ? 
THE WITNESS: I would 



8 ;!>I asfflame that you wouldn't knowingly enter 






something that you thought would 
w you into bankruptcy. 

Q. (Mr. Rosenblatt) And obviously 
same would apply to the $246 billion 
ement with the states. 

MR. JOHNSON: Object to the 


MR. ROSENBLATT: That 
Tering into that agreement and 
^ligating yourselves to pay a portion of 
the $246 billion, you either know or would 
assume would not throw any of the Reynolds 
companies into bankruptcy. Correct? 

THE WITNESS: Yes, at the 
point at which the settlement agreement 
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was agreed to, obviously, we assumed that 
we would not be thrown into bankruptcy at 
that point in time. 

Q. (Mr. Rosenblatt) Has RJ 
Reynolds Tobacco Company sold its 
international operations? 

A. RJR-Nabisco sold the 
international tobacco operations. The RJ 
olds Tobacco Company did not sell the 
fernational tobacco operations. They 
je a sister operating company of ours, 
transaction that sold them was 
cjLlitated, initiated, controlled by RJR- 
sco. 

Q. What did the international 


16 ^“operations that were sold consist of, to 



best of your knowledge? 

A. Well, it consisted of all of the 
-- you know, international tobacco company 
operations. You know, that's what was 

21 sold. And the acquirer, Japan Tobacco, 

22 obviously, when they acquired the 

23 international tobacco company, RJR 
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International Tobacco Company, they 
acquired the rights to market trademarks 
that we have here in the US, in all 
countries outside of the United States, 
Winston, Salem, Camel, Dural, and other 
trademarks. 

Q. So does Nabisco or any Reynolds 
have any international tobacco 
rations at the present time, or is it 
domestic within the United States? 

A. You said Nabisco. I -- you 
i, we don't have anything to do with 
sco. Reynolds Tobacco Holdings and 
lolds Tobacco Company does not have any 
Ternational tobacco operations. We 




16 M^r-the transaction of that sale, we picked 
accountability or ownership, if you 
, I guess, of Puerto Rican tobacco 

19 business, which had been reporting to 

20 international, but because they are, you 

21 know, not a state but a part of the -- 

22 they became part of the master settlement 


23 agreement. So Puerto Rico became part of 
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our accountability, but I would not 
consider them international in that sense. 

So all of our operations in terms of 
assets and business that we own are 
domestic. 

Q. Are you aware of a recent Wall 
set Journal article which appeared 
^.whi^ch said that the tobacco company was 
sidering purchasing Nabisco? 

A. I'm aware of that article. 

Q. Is the article accurate? 

MR. JOHNSON: We will not 
mswering any questions on that subject 
Lng this deposition. 

MR. ROSENBLATT: You're 


MR. JOHNSON: That's 




MR. ROSENBLATT: On what 


grounds? 


MR. JOHNSON: We won't be 
answering any questions on this subject on 
grounds of confidentiality, privilege. 
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relevance, and not calculated to lead to 
the discovery of any admissible evidence. 

There are also some SEC concerns that we 
have. 

Q. {Mr. Rosenblatt) Let's get at 
the subject of your testimony in Miami, 
Schindler. 

jf." A. Yeah, frankly, Mr. Rosenblatt, 

| 1 

not really sat down with my legal 
fnsel and formally decided that or 
iblished that. That's yet to be done. 
Q. Well, whaLt I've been hearing in 
ie ; courtroom from your lawyers is that 
testimony that's going to come from 
CEO's of the tobacco companies and 
Hcrtthers, is that you're a changed company, 
*in that area, tell me if you agree that 
^ juj’ re a changed company from what you had 
been previously, te:ll me about those 
changes. 

MR. JOHNSON: Object to the 

form. 

THE WITNESS: Well, as you 
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know, I've not been in the courtroom, and 
as I just told you, I have not settled 
with legal counsel what I will be 
testifying to, or, you know, the theme of 
that testimony. 

Q. (Mr. Rosenblatt) Yeah, I heard 
Vmj say that. Now I'm asking you a 
^..con^pletely different question, 

ispective of what you have or have not 
fcussed with counsel. I'm simply asking 
y if there have been changes made in the 
g your tobacco company operates and 
ih^ves in the last couple of years, tell 
ibout those changes. 

A. Well, there are certainly some 



Hs±g^iificant changes as a result of the 

ter settlement agreement. A host and 
riety of marketing restrictions have 



occurred as a result of that agreement. 
Billboards went away. We are limited as 
to one sponsorship. You know, you’re not 
allowed to have promotional items that are 
logo-ed, such as hats and t-shirts, you 


05-11-00 Engle v. RJ Reynolds/94- 

00273 CA (22) COPY 

i 

| Chaplin tk Ajaoci«t«B, V - O. Bex 407/ larBcrvrill*. VC 27205 (334) 992- 

1954 

http://legacy.library.ucsf.e8a(lraiAnt|0pa0j9)£pclili/.industrydocuments.ucsf.edu/docs/smgl0001 


52119 7824 



A Sfi tgffi y -7 • Schindler 


Pa 








1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

2 

3 

14 

15 


17 

18 

19 

20 
21 
22 
23 


know, lighters, anything of that nature. 

So beyond that, you have the 
oversight of the attorneys general with 
regard to our compliance with all of the 
aspects of the master settlement 
agreement, so I -- to me, that's a -- 
.ously, there's the -- you know, 




iiij^ncial payments, those payments of I 
.eve like $1.5 billion into the 
pican Legacy Foundation over, I think, 
years or so, that they have at their 

r *“? 

retion to use to address youth smoking 
of anti-smoking campaigns, so, you know, 
le, they are -- just a little bit off 
top of my head, some very big and 



16 Hftm|lamental changes with regard to how 

Ms product; is allowed to be -- or will 


fc^jjharketed in our society. 

And as a consequence of all 
that, it is certainly from a marketing 
standpoint, the most looked over and 
restricted product in terms of how you 
market and what you’re able to do with 
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regard to marketing. 

Q. Okay. If we exclude, for the 
purpose of this question, any activities 
that are mandated by the master settlement 
agreement, putting all that aside, if I 
were to ask you, as I am asking you now, 
other changes, if any, have you and 




L.,youjr company made in terms of how it 

Irates its business- 

MR. JOHNSON: - 

jction. - 

MR. ROSENBLATT: - In the 

§£ two or three years? 

MR. JOHNSON: Object to the 
Fm of the question. 

THE WITNESS: You know, 
ft 1 s awfully broad. I mean, could you 
jmore specific? 

MR. ROSENBLATT: No, I 
can't be more specific. I mean, I'm just 
-- you're the CEO. If you have issued 
directives that changed the company 
behavior, as to how you inter-relate with 
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the public, or the public health 
community, or anything else, that's what I 
want you to tell me about. 

THE WITNESS: Well, that’s 
what I was asking for, was some more 
specifics, because when you talk about 
oblige, I mean, that -- gosh, I mean, that 
coders all sorts of things. That’s why I 
asking you if you could be more 

'cific, so you- 

MR. ROSENBLATT: - Are 

jreally, Mr. Schindler, are you really 
lling me that you don't have an inkling 
o what the basic approach is going to 
in a courtroom as to why the jury 

i 

16 Hstto^ild award minimal punitive damages? I 

I 

n, you certainly know, without knowing 
thils, that the thrust of the tobacco 
company defense in the punitive damage 




20 phase of this case, is to try to persuade 

21 the jury to award a low number in punitive 

22 damages rather than a high number. Isn't 

23 that correct, in general terms? 
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THE WITNESS: You know, I 
suppose that is, but I don't personally 
view it that way. 

MR. ROSENBLATT: How do you 

view it? 

THE WITNESS: I view it as 
I'm* going to go to the courtroom and I 
v wijJL be asked questions by my own attorney 
by you about what I do, what I know, 
what I believe about what I do for a 
.ng, and how this company operates, 
my objective is to answer those 
eptions honestly and forthrightly and 
i jury decides what the jury decides. 

I have no -- nothing in my makeup, in 



16 h™y*\thinking, is that I'm going in there to 

a 

17 P^^^suade a jury of anything. I'm going in 

18 ^i^ejre to represent this company and the 

19 fine people that work for it, in an 

20 honest, open, candid, responsible manner, 

21 and then the jury will decide whatever 

22 they decide. 

23 Q. (Mr. Rosenblatt) Well, what are 


Ch*pli-n ft JUaociatMi P - O. Box 407, EimaraYilia, WC 27265 {33 6) 992' 
1954 


Ln 


-J 

CO 

K> 

CD 


05-11-00 Engle v. RJ Reynolds/94- 

08273 CA {22) COPY 


|ttp://legacy.library.ucsf.e8aflraiAnt|0^a0j9)£pclili/.industrydocuments.ucsf.edu/docs/smgl0001 
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you going to tell the jury about how you 
2 operate the company? 


4 form. 


MR. JOHNSON: Object to the 


THE WITNESS: You know. 


6 what could come out in how we operate the 


any, if you're asking me here how do 


;„„we^operate the company, we operate the 



in a fundamentally responsible and 


deal manner. We know we manufacture 


£ 


market a product that has significant 
Lth risks, and we do that in a 


^13 Idriesponsible way, and that we have a 

14 ||g||^|ategic commitment to work on ways and 

15 jgpe^Sns of reducing that risk or addressing 

16 risks associated with smoking. And 

17 PpW know, my -- that’s -- that's the 

18 ; cpKipany we are and that's the company that 

19 I will talk about. 

20 Q. (Mr. Rosenblatt) What changes, 

21 if any, have you made in the last two or 

22 three years in terms of how you interact 

23 with the public? 
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MR, JOHNSON: Object to the 

form. 

THE WITNESS: Well, we have 
- - you know, we have an internet site now, 
that, you know, talks about, you know, 
smoking and the risks of smoking, and 

:s about, you know, the issues related 
iddiction. Talks about our strategy of 
iced risks products. You know, there's 
lole website that deals with that. So 
's new within the last, you know, 
lie of years, in terms of a way of 
■^eracting with the public, using the 
»rnet technology. 

You know, at our shareholders 
HttWB£ing a month ago, you know, in my 
Nipfech to the shareholders, I talked about 
^^^^:ifically -- you know, at the 

shareholder meeting -- beyond just the 
business and how we're doing, but also 
about our reduced risk strategy, and our 
commitment to reduced risk strategy. I 
used two examples in that. One with 
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1 nitrosamines and one with our current 

2 Eclipse product in test in Dallas. So 

3 they are, you know, just a couple things 

4 that, you know, I can think of here off 


5 the top of my head that are new, and I 



6 suppose different in terms of 


unicating with the public. 





Q. (Mr. Rosenblatt) Have you come 
ith something called a mission 



ement? 


We don't really call it a 




i^ion statement. We have our, you know, 
Xs core strategy for the business, our 


fe objectives, and then the various, you 
w, tactics or -- for implementing that 


16 hstrategy. 



Q. What is your internet site 
lied? Is that an internet site of RJ 


19 Reynolds Tobacco Company? 


A. Yes. 


Q. When did that first go into 


22 effect? 


A. I think -- well, there was an 
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RJRT internet site — you know, Mr. 
Rosenblatt, I'm not sure when the initial 
site went into effect. I'm going to have 
to guess a little. Probably over the last 
couple years or so. We updated that site 
substantially. I think officially went on 
I believe it was early this year. 
„Bu4^ the original, you know, RJRT site has 
there for several years. I just 
t remember when it started, but a 
;ty substantial update in the content 
gzhat site, like I said, on line early 
Li# year. 

Q. How many smokers do you have in 
fr database? 

MR. JOHNSON: Object to the 






THE WITNESS: You know, I'm 
not exactly sure. 

MR. ROSENBLATT: What’s 


21 your best estimate? 

22 THE WITNESS: Well, several 

23 million, but it’s -- I’m just not sure, I 
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mean, of a precise number. 

MR. ROSENBLATT: YOU could 

get the precise number with a telephone 
call to someone in house? 

MR. JOHNSON: Object to the 

form. 

X_ s MR. ROSENBLATT: Could you? 

THE WITNESS: If you’re -- 
, if you're asking me to call someone 
get that number, that could be done. 

MR. ROSENBLATT: Okay. I 
d appreciate it if during a break you 
r "^u^Ld do that, and I'll come back to that, 
f that all right? 

THE WITNESS: Yeah, that's 


Q. (Mr. Rosenblatt) Okay. How 
tjen do you communicate with smokers on 



19 your database? 

20 A. Oh, I -- I can't say, because, 

21 you know, it depends on what the program 

22 is and all that sort of thing. I really 

23 can’t begin to estimate how many discreet 
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times you might interact with a smoker on 
that database. 

Q. Is it fair to say that it would 
be at least several times per year? 

A. Probably is. I just don't -- 
you know, you're asking me for a number, 

I just don’t know that number, or what 
number would be, but yes, I would say 
*ral times a year. 

Q. What is your reduced risk 
itegy with respect to nitrosamines? 

A. Well, at the core, our reduced 
strategy -- if you'll allow me to. 


| know, just back up a little and talk 
Sut reduced risk, and then I’ll get to 


"T'’ 


16 hrri'b^osamines . 

17 pi^i^ q_ Fine. 

18 J A. You know, the strategy at the 

19 core that we have is that we know we deal 

20 with a product that has risks, and that we 

21 have an accountability to work on 

22 addressing aspects of cigarette smoke that 

23 --in the terms of trying to reduce the 
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1 risks, or reduce those compounds in the 

2 smoke. The fundamental discipline we go 

3 through to facilitate that -- execution of 

4 that commitment, is that we have a four- 

5 step methodology. First is chemical 

6 analysis. For example, with nitrosamines. 

7 ■ Xf you believe you have come up with a 

8 of reducing nitrosamines, then you 

9 IWiSi^Ld implement that process and do 

10 f^i^nical analysis to determine whether or 

11 -'- n f act they have been reduced in the 

I ; 

CL2 Do that process. 

I #*”■ 

|13 y The next step would then be to 

14 tosfessbiological and toxological assays, to 

15 ^^ermine were there any changes there 

16 Hreisative to how the scientists evaluate 

17 NfUiL data. Then if you went through that 

18 F^ tep , you would then go to some form of 

19 human studies, to see whether or not, if 

20 you've gotten through the first two steps, 

21 whether or not there's any sort of human 

22 study that identifies some symptomatic or 

23 whatever change in humans. 


1 18 
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If you got through that step, 
then you would go to a scientific advisory 
panel to review all of that data. That 
process is designed that if you make it 
through those four steps, and the 
scientific advisory panel renders an 

kpion relative to what you've done, that 
would possibly be in a position to 
a discreet reduced risk claim. 

Now, let me go back to 
osamines. With nitrosamines, our R&D 
e came up with an idea that if you 
ged the curing process for flue-cured 
cco, that you could reduce -- you 
d potentially reduce the nitrosamines 

16 hthtTNflue-cured tobacco by 9 0 or 90 plus 

17 iF^PUcent. They did this at a lab level. 

18 ypS|jLowing that -- and they've got those 

19 results, we then -- or they did -- they 

20 went to the field and contracted with 24 

21 or 2 5 farmers and their curing bams, to 

22 put in this new technology, or the 

23 application of this technology, to see if 
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get that reduction in nitrosamines. 

That field test demonstrated the 
reduction in nitrosamines. And then from 
there, what we did is we began a process 
of converting -- we're now in a process of 
renting the method by which flue-cured 
icco will be cured so that this 
iction of 90 percent or so -- reduction 
^pitrosamines would be facilitated in 
flue-cured tobacco. 

It is also my understanding that 
iej entire industry and the growing 
istry will convert to this curing 
lodology or technology over the next 
^sev^ral years, so eventually, if that 
^"i^pens, all flue-cured tobacco would be 
^c|urpd this way, and there would be a 90 or 
so percent reduction in nitrosamines in 




flue-cured. 

What we have done is implemented 
and acted upon that knowledge, because 
nitrosamines have always, for a long 
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1 period of time, been identified as a — 

2 one of those compounds in cigarette smoke 

3 that people say is associated with the 

4 risk. 

5 So we know how, through this 

6 process, to reduce them substantially, and 

7 ■'e doing it. We will not, however. 


8 prnal^e any claims, direct or implied to any 

| -'aqgj*'- 1 

rs with regard to this potentially 
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cing the risk of the product because 
his, because there is no data 
Inhere, including our own, that would 
est that by doing this, that you have 
ced the risk of the product, so 
efore, our standard says, you do not 

16 any direct or implied claims. But 

17 philosophy of addressing potential 

18 , because we know how to get it out, 

19 we have an obligation to go ahead and get 

20 it out, or not get it out, but 

21 substantially reduce it in flue-cured. 

22 I know that’s a long answer, but 

23 that’s basically it. 
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Q. As a practical matter, have you 
been able to reduce nitrosamines in any of 
your brands? 

A. Eventually, the nitrosamines 
would be reduced in all of the brands as 
you are able to convert the growing 

dilation to -- converting to, you know. 



8 ^Jthis way of curing, and eventually, that 
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d be the tobacco that would be 
Liable, so this reduction in flue-cured 
osamines would eventually at some 
1 be in all the brands. 

Q. Yeah, eventually, but I mean, it 
't happened as yet? 

A. No. Because it takes -- it 
£s time. It will happen over time. We 


fe about 800 barns -- I believe I'm 
it -- this year that will be -- we’ve 
contracted with that will cure this way, 
but it will take some time to get all the 
equipment and convert all these thousands 
of bams, so that you eventually get to 
the point that there 1 s a whole new curing 
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1 method. 


So it just takes time, and 





2 there 1 s not much you can do about that. 

3 You move as fast as you can, but there are 

4 certain limitations. 

5 Q. What's the status of Eclipse 

6 now, in terms of, you know, where it's 

7 sold? 


A. Well, the -- it's still in 
itanooga, as it has been for, you know, 
_ly about four years now. We have 
led up a test market in the Dallas-Ft. 


s|12 area, and the status at this point - 

gl3 know, we just started a couple weeks 

14 is that, you know, advertising is now 

15 run in Dallas-Ft. Worth area, and as 

nMwnmmtnj 

16 may know, we’re also -- we will within 


ipuple three months or so, we will be in 
.jected retail outlets in Dallas, but 


19 we're also in this test, consumers can 

20 order through the internet or through a 1- 

21 800 number, but all of the advertising and 

22 all of the focus is -- in the new test 

23 market, is in the Dallas-Ft. Worth area. 
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while at the same time we remain in -- 
obviously in Chattanooga. 

Q. So the only places where Eclipse 
is available to the purchaser are in 
Chattanooga and the Dallas-Ft. Worth area? 

MR. JOHNSON: Object to the 

THE WITNESS: No, actually 
ne in the country could call the 1-800 
er or get on the internet and order 
product, but the marketing, the 
rtising and so forth, Mr. Rosenblatt, 
oncentrated in the Dallas-Ft. Worth 
All right? But people obviously 
d out about the internet, or they hear 

f 

16 Hafcsapt it, or they've read about the 

17 ^ptoduct through news stories and so forth, 

18 90 we ' ve had people from around the 

19 country interacting with the internet in 




20 terms of trying to understand what the 

21 product is about, its benefits and risks 

22 and so forth, and they are able, 

23 therefore, then to order. So it is in a 
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sense obviously available to whoever wants 
to interact directly with the internet or 
through the 1-800 number. 

Q. (Mr. Rosenblatt) But, I mean, a 
person can't go into a store in Miami or 
New York or Los Angeles or Chicago and buy 
pse? 

^ A. No. It's not at retail in any 
those locations, and in fact, it's not 

retail in Dallas yet. It will be, 

| 

gh, within the next two to three 
hs. 

$ Q. How many people have actually 
red through the internet? 

A. I’m not exactly sure at this 


16 hpoijat. You know, we've been doing this 

17 Nw# a couple weeks. I know there have 

18 you know, several thousand cartons 

19 sold, but that would be, you know, through 

20 -- some of that would be through the 

21 internet. Some of that would be through a 

22 1-800 number. You know, we and I'm not 

23 sure -- this changes -- I'm not sure of 
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the breakdown. I'm sitting here thinking 
about it. I’m not sure of the breakdown 
between what would be a 1-800 number 
versus a direct sale on the internet. I 
asked a couple weeks ago -- or a week or 
so ago, and if my memory serves me, I 
ipk there was a like a seven -- you 
kngw, I’m not sure. I'm not sure, between 
two. 

Q. But I mean, the way the process 
s, if a person called the 1-800 number 
hrough the internet, and wanted a 
cjcage of Eclipse, it would be sent to 
or would they have to purchase a 
on? 

It’s a carton purchase. 

Q. And your understanding is that 
tpl^e have been at least several thousand 
of those kinds of purchases? 

A. Yes. 

Q. Is Eclipse a safer cigarette 
than Camel? 

A. The -- we’re not making a safer 
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1 cigarette claim, and I think that would be 

2 inappropriate to use the term safer. 

3 Q. Then what’s the point of 

4 Eclipse? 

5 A. Well, the claim that we make is 

6 that Eclipse may present less risk of 




hot talk about safer. I do not 
onally like that term of safer, 
use I think what it potentially could 
to a consumer is imply safe, and I 
t think that would be the right thing 
do. There is no such thing as a safe 

I 

16 ^Trig^rette. What we're saying about 


17 

18 

19 

20 
21 
22 
23 



ipse, based on this four-step 
tfiodology, is that we as well as the 


scientific advisory panel that evaluated 
all of this, believe that it may present 
less risk, compared to other cigarettes. 

Q. Well, there's no such thing as a 
safe cigarette because cigarettes cause 
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lung cancer, emphysema, heart disease and 
chronic obstructive pulmonary disease, and 
a lot of other diseases. Isn't that why - 
- isn't that the underpinning of the 
statement that there's no such thing as a 
safe cigarette? 



MR. JOHNSON: Object to the 




THE WITNESS: Well, to me, 
re's no such thing as a safe cigarette, 
you're burning something, because there 
obviously health risks associated with 
10 king. And if what you have is a 
^rette, something you light up, and 

something in that process, then you 
dealing -- and then in the, you know, 
analysis of the smoke, there are 
^^^ Eerent compounds at some level, then 
that says to me that there is, you know. 




obviously some level of risk in that. 


And what we're saying about 
Eclipse is because of the -- in virtually 
all cases, the substantial reduction in 
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those compounds in the cigarette smoke, 
we're saying that it may present, you 
know, less risk in smoking that product 
versus other products. 

Q. (Mr. Rosenblatt) How did you 
keep yourself apprised of developments in 
Engle class action trial, either Phase 
1 -qj- Phase 2, if you did at all? 

A. Well, I would have, you know, 
iodic updates from our legal counsel. 

Q. Have you ever had occasion to 
any of the testimony given by any 
jLtjiess during the Engle trial, either 
e. Phase 1 or Phase 2? 

A. I've never read any of the 


16 htrefStimony of any witness. 


17 

18 

19 

20 
21 
22 
23 



Q. Have you read the verdicts in 
lajpe 1 and Phase 2? The verdict in Phase 
1 was in July of '99. The verdict in 
Phase 2 was last month. 

A. On Phase 1, I -- yeah, I believe 
I, you know, went through it. I did not 
sit there and study it. It 1 s a pretty 
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1 long, complicated verdict form, as I 

2 recall, but I -- you know, I looked at 

3 that. I cannot remember if I actually 

4 looked -- I don't think I did even look at 

5 the verdict form on Phase 2. 

6 Q. Well, you're aware that the jury 

7 ^ Hn.h toth Phase 1 and Phase 2 found your 


8 Lx:oi^>any and all the other companies to 

9 committed fraud, to have lied to the 

10 f Wrican people, to have misrepresented to 

11 American people for decades, to have 

|12 ed vital information, to have been 

Jl3 fS^jaa rt of a conspiracy, and to have 

14 Ipggg^jally intended that smokers undergo 

15 ^^^tional distress. My question to you 

16 do you have an appreciation or an 

17 ^SHlerstanding of why the jury reached 

18 t jheiise conclusions? 

19 MR. JOHNSON: Object to the 

20 form of the question. Misstates the 


21 verdict. 


MR. ROSENBLATT: Or is it a 


23 mystery to you? 
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THE WITNESS: I don't -- I 

wasn’t in that courtroom. I don’t know 
what the rules of that courtroom were. I 
don’t know what the rules of evidence 
were. I don’t know what kind of witness 
is there. I don't know what kind of 

entation to that jury. You know, I 
what the verdict was at the end, but 
ow nothing specifically about the 
cess they were part of and engaged in. 

Q. (Mr. Rosenblatt) Well, forget 
process for the purpose of this 
jyeption, and I'm certainly not asking you 
ry to guess at whether there was a 
icular document or a particular 
^'wi'feness that. the jury found proved lying 
fraud and deception and concealment 

d! conspiracy, but I’m asking you in kind 

"1 

of a generic way, what do you think the 
jury concluded that your company lied 
about over the years? 

MR. JOHNSON: Object to the 
question. Calls for speculation. 
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THE WITNESS: 


I don 1 1 know. 



2 I'm -- I was not in the courtroom, and 

3 I'm -- I certainly wasn’t a juror, so I 

4 don't know how they got to where they are. 

5 I mean, I wasn't part of that, Mr. 

6 Rosenblatt. 



20 interest in that courtroom. 

21 Q. Well, I mean, you had the option 

22 of saying to counsel, I understand a 

23 former CEO from Philip Morris named James 
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Morgan is going to testify. Tell me when 
he's going to testify, because I would 
like to sit in through his testimony. Or 
if they were going to present a particular 
medical witness to make a particular 
point, had you inquired, obviously you 
Ld have picked certain days to come 
,.down and observe. But you didn't exercise 
option. 

MR. JOHNSON: Object to the 





THE WITNESS: That's right, 
■c^use I can not, sitting here, let alone 
)r to this question, think of a single, 
*itary reason that I would do that. 

(Mr. Rosenblatt) Well, let me 
jest a single, solitary reason. So you 
Ld have an understanding and 
appreciation, which you do not have now, 
as to why this jury, after listening to 
nine months of evidence in Phase l, and 
over four months of evidence in Phase 2, 
concluded that your company had engaged in 
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1 egregious, fraudulent behavior for 

2 decades. Had you availed yourself of the 

3 opportunity to sit in or to read certain 
testimony, you would understand. Don't 
you think that’s true? Don't you think 
that's a good reason? 

7 MR. JOHNSON: Object to the 

8 ^jEotgm of the question. 

THE WITNESS: No, I don't. 

MR. ROSENBLATT: Why not? 

THE WITNESS: I do not 

eve that random encounters of me with 
rticular witness or testimony in a 
1 that went on as long as this thing 
been going on, would have enlightened 
ny more as to how a jury came to their 
diet, than where I am today. 

Mr. Rosenblatt, I've been 
drinking some water here, and if we could 
take a couple minutes, I'd like to go to 
the men's room. 

MS. LUTHER: I second that. 
MR. ROSENBLATT: Should I 
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1 stay on the line, Jim, or do you want me 

2 to call back? I mean, do you want to take 

3 a ten minute break or a two minute break? 

4 Either way is fine with me. 


6 

7 

8 
9 

10 

11 

2 

p 

14 

15 



MR. JOHNSON: You should 
stay on, Stan. Probably about a ten 
ite break. 

MR. ROSENBLATT: Okay. 

s fine. 

MR. JOHNSON: Yeah, we'll 
it on mute here, and just stay on, and 
.1 be back probably in less than ten 
.njites. 

MR. ROSENBLATT: Okay. If 
any reason, I get lost - 




16 

17 

18 
19 


the number. 


MR. JOHNSON: - You've 


MR. ROSENBLATT: I'll just 


call back. 


20 MR. JOHNSON: Yeah. 

21 MR. ROSENBLATT: Okay. 

22 [Brief recess] 

23 Q. (Mr. Rosenblatt) Who is your 
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top financial person, Mr. Schindler? 

A. That's Ken Lapiekjo. He's the 
chief financial officer. 

MR. JOHNSON: You might 
want to spell that for the record. 






MR. JOHNSON: L-a-p-i-e-j- 


Q. (Mr. Rosenblatt) Is he an 
omist? 


A. No. 




g q. What is his background, 

^rally? 

^ A. He's, you know, trained in 
ahncial disciplines, accounting and so 



Q. Is he a CPA, do you know? 


ISs®sss s a . I — you know, I don' t know. 

^ j Q. Is this the person you would 
generally call if you had a question 
concerning, you know, technical financial 


information? 

A. Yes. You know, I would 
generally call Ken. 
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Q. Okay. 




A. And then, you know, there are 
also -- Tom Adams, who is our senior VP 
and controller. 

Q. Does your company have in its 
employ anyone who has got a Ph.D. in 


omics? 


A. There is no one that I know of 
has a Ph.D. in economics. 

Q. Do you regard public smoking as 
ialth issue or as a social issue? 

A. I regard it as a -- I guess you 


y^^Ld say a social issue. I regard it as 
thing that people need to be aware of 
,.g^ $llt 1 s annoying and irritating to people 
Kctttdj, should be polite and courteous and 
Ni^ilfponsible in engaging in smoking around 
cither people, and if you're around 
somebody who doesn't want you to smoke 
around them, you shouldn't. 

Q. Does second-hand smoke, or as 
it' s frequently called, environmental 
tobacco smoke, cause any disease? 


05-11-00 Engle v. RJ Reynolds/94- 

08273 CA (22) COPY 


ch*plin a Associates, P- O. 


407, Terrier svi lie, MC 272B5 (336) 992* 


Http://legacy.library.ucsf.e8adraiAnt|0pa0j9)£pclili/.industrydocuments.ucsf.edu/docs/smgl0001 


52119 7854 




Andrew J. Schindler 


Fa 








J 

14 

15 

ie; 

17 

18 

19 

20 
21 
22 
23 


A. All of the data that I've seen 
or has been presented to me and reviewed 
with me by our R&.D people, to me says and 
indicates that environmental tobacco smoke 
has not been shown to be a health risk. 

Q. I'm just trying to clarify in my 
the distinction you're making between 
ive smoking and second-hand smoke. You 
rd active smoking as a health risk, 
you say that second-hand smoke does 
I pose a health risk? 

A. I regard active smoking as a 
th risk, as we've discussed before, 
d on my discussions with R&D folks and 
they've reviewed, that the 
emiology with regard to second-hand 
Smoke or ETS does not point to second-hand 
^m ^ce as being a health risk. 

Q. In terms of active smoking, is 
Reynolds still looking for a mechanism, or 
have you pretty much given up that search? 

MR. JOHNSON: Object to the 

form. 
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THE WITNESS: You know, as 
I’ve said before, you know, I believe that 
smoking has significant inherent health 
risks. I don't know of any research that 
we're doing at this point, or that I can 
personally recall in recent times, where 

R&D people were looking for mechanisms 
i regard to causation relative to 
.th -- relative to smoking. 

Q. (Mr. Rosenblatt) Do you 
imber on your deposition you were asked 
it the warning that cigarette smoking 
>es lung cancer, heart disease, and 
lysema, and you were asked if that 
?ning was true and do you remember the 

han^wer you gave? 

, 1 

A NO. 

Q- Well, what's your answer today 
to that question? Is it true that 
cigarette smoking causes lung cancer, 
heart disease, and emphysema? 

A. I think it's appropriate from a 
public health standpoint that that warning 
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label is there as it's stated, and, you 
know, my view is that it may cause those 
diseases. 

Q. And it may not? 

A. Well, I guess you could imply 
may not, but to me there's significant 

with smoking, and it may indeed cause 




Q. What, if anything, did you or 
r companies have to do with the recent 
islation passed by the State of Florida 
cting the Engle trial? 

A. Well, that was passed by the 
islature and signed by the governor, 
know, during that whole process, you 
Merre^w, I’m sure we had some lobbyists that 

I 

e talking with people along the way, 
k^itjj we sure as heck didn't pass it. 

Q. No, but you hired lobbyists 
whose job was to try to persuade the 
legislature to pass it. 

A. Yeah, we hired lobbyists to 
represent our interests, yes. 
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Q. You're happy with the 


legislation? 


A. Well, I - 


MR. JOHNSON: - Object to 


the form. 


THE WITNESS: I don't -- 




r thought of it as happy. 

Q. (Mr. Rosenblatt) Well, was that 
you hired lobbyists for, to get that 


fd of legislation? 


A. Well, you hire lobbyists to 
esent your interests with regard to. 


u. know, the company. 

W Q. But what was your interest with 




ird to the legislation you wanted to 


^geb. passed? 


III!!? A. From my point of view, what that 
^j|e^islation enables is that when we go to 
the appeal process, we will be able to do 
that without having to go into Chapter 11, 
potentially. 

Q. In your opinion, is there any 
way to verify that smoking is a cause of 
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1 any particular person's disease? 

2 A. I'm not a medical doctor ox a 

3 medical researcher or scientist, so you 

4 know, I don't think I'm really qualified 

5 to answer that. 

6 Q. What is your current salary? 


7 K, 


A. My base salary is $900,000 a 


8 and with that is a target bonus of 

,000 a year. 

Q. What do you mean by a target 
s? 

A. What that means is that if you 
Ibhieve the goals and objectives that have 
established, for example for the year 
, if you achieve those objectives, 

16 htfrab you would receive that bonus. If you 
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eed those objectives, you could get 
rp than the target bonus. If you fail 
to achieve the objectives, you could get 
less than the target bonus. And if you 
really fail, you could get zero of that 
target bonus. 

Q. What are the objectives for the 
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1 year 2000 of your company? 

2 A. You know, our objectives are to, 

3 you know, stabilize our share of market on 

4 our four investment brands and to have 

5 earnings consistent with what we had in 


6 1999. 





I Q. What were your earnings in '99? 
, A. Net income was $369 million. 

| Q. Was that a good year? 

I 

, A. It was 37 percent less than the 


11 feipl|| V l OUS y ear ' 30 * wou ld not classify 
$12 as a good year. 

^13 Q. What do you attribute that to? 

14 A. Primarily, to the price 

15 ^ feeaBea that were required to meet the 

16 F^fiiiancial obligations of the master 


17 rWtlement agreement. With those 


ijstantial price increases, there were 


19 substantial volume declines, you know, in 

20 the industry and for our company. 

21 Q. What was your -- you have not 

22 received your bonus yet for the year 2000? 

23 A. Yes, I did. 
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Q. You have received it? 

A. Oh, I'm sorry. No, no, not for 


the year 2000. 


Okay. What was your bonus in 


1999? 


A. It was around $1.2 million. 
* Q. And was your salary in ’99, 

L.904, 000, or less? 


A. No, it was less. The actual 
iry in 1999 was 775,000. 

Q. What was your bonus in 1998? 

A. It was -- you know, I'm going to 


|ve -- I'm not sure. It was around - 
as&nk it was 4 00 and some thousand 
af’lars . 

WWQfi 

Q. And what was your salary in 




A. It would have probably been 


about 625,000. 

Q. Well, as I've understood it, 
you’ve just told me that ’99 was a worse 
year for the company than '98, yet you 
received a much larger bonus. How would 
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that be? 

MR. JOHNSON: Object to the 

form. 

MR. ROSENBLATT: I mean, 

what’s the rationale for that? 

THE WITNESS: First of all, 
999, in the middle of the year, as a 
8 r fuiw:tion of the spin-off occurring, where 

£ ■'WOK*'* ■ i 

eynolds became its own publicly-traded 
any on the New York Stock Exchange 
n, with that came, you know, 
ificant increased responsibilities, so 
ase pay was increased. You know, the 
d increased the base pay and increased 
target bonus versus what it was in 
, as a operating company. 

Q. (Mr. Rosenblatt) How much stock 
^J|^ou own? 

A. Do I personally own? 

Q. Yes. 

A. I personally own around 9,000 
shares. 

Q. 9,000 shares of what entity? 
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A. Of: RJ Reynolds Tobacco Holdings. 

Q. And how about your options? 

A. Then there are about 165,000 
restricted shares, restricted stock 
options. 

Q. Do you have options in any other 
jsgory? 

A. There are around 350,000 stock 
ons. 

Q. What does that mean in practical 
s? 

A. In practical terms, 350,000 or 
tock options are worth absolutely 
ing today, because of the current 
k price. The 165,000 restricted 
.res have -- would have a calculated 
th today, if you assume the stock price 
i|sp$22, our stock price, that would be 
about $3.6 million. 

Q. What do you attribute the price 
of the shares of stock to? The fact that 
they're at a particular level now? 

MR. JOHNSON: Object to the 
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form. 

THE WITNESS: Well, the -- 
you know, that's the collective investors’ 
perception of the worth of the stock 
relative to their perceptions of the -- of 
the industry, relative to our performance 
in our business fundamentals inside the 
lV .industry, and whatever perceptions 
ilii^stors have relative to litigation 

In my opinion, that would be the 
drivers of any given stock price. 

Q. (Mr. Rosenblatt) You follow the 
:k analysts, don’t you? Do you read 

i? 

A. Yes, I read the analysts, and 
Hsbv^ously the analysts -- you know, I 
md time with analysts, in terms of 
ilitjerviews and that type of thing. 

Q. Do you think it’s fair to say 
that the consensus of the analysts is that 
the market value for tobacco stocks is 
depressed now because they've already 
discounted the Engle verdict and the 
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punitive damage phase? 

MR. JOHNSON: Object to the 

form. 

THE WITNESS: I don't know 
that the analysts say that. I think 
broadly analysts believe that the 

essed level of the stock is related to 
.litigation. 

Q. (Mr. Rosenblatt) Well, when you 
it's related to litigation, isn't the 
case that the analysts tend to focus 
he Engle case? 

A. Well, they obviously, as you 
, focus on the Engle case, but they, 
know, focused on the Whiteley case in 
16 H^alslfornia. I mean, they -- they focus on 
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figation. Obviously, Engle is part of 


Q. Have you seen the tobacco 
analysts talk about a potential punitive 
damage award in the amount of $200 billion 
or $300 billion? Have you seen that 
figure mentioned by tobacco analysts when 
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talking about the Engle case? 

A. You know, I cannot specifically 
attest to analysts writing that. I know 
that various people have written about 
hundreds of billions, $100 billion, $200 
billion. I'm not sure I remember $300 
^ %-i 11 1 on. but you know, I can't attribute 
^th^t specifically to any analyst that 

to mind. I know people have written 
numbers of $100 to $200 billion. 

Q. In terms of the Engle case? 

A. Yes. 

Q. That seems to be the -- when the 
.a, whether it's the Wall Street 
mal or the New York Times, when they 
p'twijk about the Engle case, and they talk 
NUifut the potential of it, they're usually 
^-hat range, aren't they? $200 billion? 

A. I've heard or seen sometimes 
$100 billion, sometimes $200 billion. 

Q. Have you had occasion to meet 
with or speak with Bob Butterworth? 

A. No, I haven't. 
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Q. Have you had occasion to meet 
with or speak with any of the attorney 
generals, including Mike Moore of 

Mississippi? 

A. No, I haven't. 

Q. What is your company worth at 
present time? 

MR. JOHNSON: Object to the 

. Vague.. 

MR. ROSENBLATT: You think 
’ s a vague question, Mr. Schindler? 

THE WITNESS: Are you 
ing about net worth? 

MR. ROSENBLATT: Well, you 

me. 

THE WITNESS: Well, I mean 

well, you're asking - 

^ MR. ROSENBLATT: - In 

other words, if someone -- you know, I'm 
sure, over coffee sometimes, you've had a 
friend ask you, you know, what is the 
company worth? 

MR. JOHNSON: Object to the 
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1 form. 

2 MR. ROSENBLATT: Would you 

3 respond in terms of net worth, or would 

4 you respond in terms of something else? 

E> THE WITNESS : I' ve never 

6 had a friend over coffee say, hey, Andy, 

s the company worth? Just to clarify 

MR. ROSENBLATT: Okay. I'm 
friend, but I'm asking you, hey, 

, what's the company worth, and your 
er is what? You don't know what I 
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THE WITNESS: Well, you can 
culate to different -- the financial 
s, a net worth number that for Tobacco 
dings, I believe probably calculates at 
i|rojind $7 billion. That's not something 
you can go buy anything with. You could 
say what's the worth of the company. You 
could say, well, today if it's $22 a 
share, and you have 100 and some million 
shares out there, you could say the worth 
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of the company is — of Holdings would be 
somewhere around $2.2 or $2.3 billion. 

You could speculate on what if 
somebody bought the company. To me, there 
seems to be a variety of ways of 
calculating the worth of Tobacco Holdings. 

- * ; Q. (Mr. Rosenblatt) And what I'd 

«S»‘ ' , 

ike you to do is simply mention to me 
se various methods as you understand 


A. I think I just did. Market cap. 
know, what the stock market is saying 

You’re worth, number of shares times your 

. 

:e price at a point in time. 

Q. Right. Any other method other 
net worth and market cap? 
a. Gosh. They’re the two that come 
^tjto^tind. 

Q. What’s the cash position of your 
company at the present time? 

A. You know, exactly today, I’m not 
sure. It's probably about -- it's 
somewhere around, I would think, 900 
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million. It: moves around, depending on 
when we write checks for the master 
settlement agreement. 

Q. How would you describe the 
primary theme of Camel advertising today? 

A. Well, I would describe it as how 
| brand's personality is positioned as, 
yoi^ know, fun, a little irreverent, with a 
ique and heritage that goes back to 


I Q. What is 'pleasure to burn' meant 
onvey? 

A. What I just said. Fun, 
verent, hearkening back to the 
ique and legacy of 1913, both in 
sure to bum and the way -- you know, 
total ad itself is illustrated or 
so r t rayed. 

Q. What percentage of Turkish 
tobacco is there in Camel cigarettes? 

MR. JOHNSON: Objection. 
That's proprietary, and we won't answer 
that on an open record like this, 
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1 particularly with competitors’ 

2 representatives in the room. 

3 MR. ROSENBLATT: That 

4 answer wouldn't tell competitors anything. 

5 MR- JOHNSON: Well, that's 

G our position, Stan. 

7 Q. (Mr. Rosenblatt) Do you use 


8 ^..Tu^cish tobacco in any brand other than 

f "T" I 

9 pM^ls? 

10 A - 

^ 1 Q ■ 



Yes . 

How many? All of them? 

I'm not sure. 

But you are sure that Turkish 


Yes 


18 ^jggay market' to mean? 

19 A. Gray market is a market that 

20 comes from cigarettes that are made in the 

21 United States for export. Some customer 

22 offshore of the United States, outside the 

23 United States, buys these products that 


in 

fO 


~4 

oo 
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1 are meant to go into the export or 

2 offshore market. They divert them back 

.3 into the United States, pay all the taxes, 

4 federal and state excise taxes, and then 

5 this customer, whoever it is, will sell 

6 them to a variety -- you know, various 

7 '|"^^^ailers and wholesalers, and then they 

8 ^.wi-^l end up at some retail locations and 

9 

10 
11 
12 

13 

14 

15 





old at a lesser price than what that 
Bduct would sell for if it were sold -- 
it were sold directly in the United 
es. And. I think the term gray market 
anje out of the fact that at the time this 
loped it was legal, if you paid all 
se excise taxes. 

Is it illegal now, or still 




19 that went into effect this year that says 

20 it’s not legal to bring those products 

21 back in that way, and there are, I 

22 believe, 30 some states that have passed 

23 legislation along the same lines. 
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Q. Has the gray market been a 
problem for your company? 

A. Yeah. It's a problem. 

Q. How have you attempted to solve 
the problem? 

A. Well, we have told all of our 
g ust omers that if they deal in gray market 

clarettes, they will be pulled off -- 

T"' 1 

J ed out of our various merchandising 
retail programs, and wholesaler 
jraras. We have sued some wholesalers 
retailers that we have -- that have 
;en shown to be dealing in this product, 
've sued them on trademark 
fbingement, which is the approach that 
Hwer^were able to take. 

This is a very serious problem 
)r; us. Every time one of those packs are 



sold, say it's Camels, that is profits 
that we don't get, and also beyond that, 
because of Camel, there could be a 
different graphics on the pack. It could 
be sometimes old product. It is a very 


U1 


00 

'-J 

OJ 
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1 serious problem that retail, wholesale 

2 customers care about, and we care about, 

3 and we're doing everything we can do to 

4 eliminate it. 


Are you a smoker? 


A. Yes. 


7 Q. What brand? 

!>• 

8 , A. I smoke primarily Eclipse, but 

9 Plllllh I'll, you know, smoke at various 

10 f : :les, you know, a variety of our other 

ps. i!| 

11 |™br§|T.ds and brand styles, but primarily 


^ Q. And for how long have you been 
j^narily Eclipse? 


15 A. Oh, I would say -- on Eclipse, 

16 Hpfft^bably five years or so, four or five 


Q. On a daily basis? 


Yes . 


2 0 Q. What was your brand before 

21 Eclipse, your regular brand? 

22 A. Well, I smoked some Premiers 

23 before Eclipse, and then, you know, before 
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1 that, I would smoke, you know. Camels and 

2 Winstons over -- you know, it depends how 

3 far back you want to go, but over time. 

4 Q. At your heaviest, how heavy were 

5 you smoking? A pack a day, two packs a 


6 day? 


^ A. Well, are you're talking about 


8 'my^ntire smoking history? 

f T"' 1 

9 tliiiii 0. Yeah. 


A. I would say the heaviest smoking 

| 

sizer did when I was in Vietnam, that 

I 

^jably was for a time up around three 


c)cs a day. 





I Q. 


And what was your heaviest 


ing in civilian life? 

A. Well, in civilian life, probably 


17 ^J§§out a pack and a half a day. Pack, pack 

18 a half. 

19 Q. You agree; that there is a 

20 universal medical and scientific consensus 

21 that cigarette smoking causes lung cancer, 

22 heart disease, emphysema, chronic 

23 obstructive pulmonary disease, and many 
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other diseases? 

MR. JOHNSON: Object to the 

form. 

THE WITNESS: Well, you 
used the term universal. 

MR. ROSENBLATT: By that, I 





i t mean 100 percent. By that, I mean 


JSujercent. 

f -y - 1 

THE WITNESS: Well, it's -- 
, it seems to me that, you know, 
etting 95 or 100, but it seems to me 
<t, you know, predominantly public 
alth community and the medical community 
culates that cigarettes causes various 




Teases, you know, obviously some of 
Hah-isph you listed, and that the warning 


abel on the pack says it does. 

n I 

4 Q. (Mr. Rosenblatt) How long, m 
your opinion, has that consensus existed? 

MR. JOHNSON: Object to the 

form. 

THE WITNESS: You know, I’m 
not sure. I've never really thought about 


Ln 


V£> 

-J 

CO 

-J 
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ABSlESH-J • Schindler 


that, how long has that -- I would say 
for, you know, 20 years, 30 years. I 
don't -- you know, I don't really know. 

Q. (Mr. Rosenblatt) Okay. What's 
the leading Reynolds brand? 


A. Doral. 

Q. Now Winston at one time was 


^nuq^er one in this country. Right? 


^ A. 

A 


Yes. Many years ago. 

Q. Right. As you -- you're 
:iously very familiar with the tobacco 
stry, and I assume you're very 
miliar with Marlboro's absolute 

ominance over the last 25 years or so, 
't in your judgment caused Winston, you 
Hcikw, to lose the number one spot? 

~ A. Marlboro did a better job. 

Q. A better job of what? 
Advertising? 



A. No, I think Marlboro's success 
is a combination of a very good product, 
and very good, outstanding advertising and 
marketing campaign. 


Pa 


u* 

IO 


V0 
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1 MR. JOHNSON: I want that 

2 last answer under seal. 

3 Q. (Mr. Rosenblatt) Well, asked 

4 another way, I mean, obviously Reynolds 

5 and every other competitor has been doing 

6 everything within their power to knock off 
boro, and for one of your brands to 
me number one. My question is, what 
ou attribute that failure to, for so 
? Not to be able to supplant 
boro, because historically, I think 

Marlboro has been number one, and has 
ep. at greater distance between number 
and number two, than at any other time 
he history of the cigarette business. 

J<5 what do you attribute the failure to? 



17 

18 
19 
2 0 
21 
22 
23 



A. Well, I think -- I think Camel 
doing pretty good in the marketplace. 

If you’re talking about Winston, it's kind 
of what I said before. I don't -- I don't 
think the brand, over it's many years of 
decline, had a strong, compelling, simple 
personality executed through its marketing 
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to the consumers, and I think that 
obviously consumers preferred the Marlboro 
product. So it's that a successful brand 
has a compelling personality, and a good 
product, and that combination -- that is 
what we would describe as -- you know, 
mg brand equity, somewhere in that 



^jniak, and obviously Marlboro has done a 

| "T' ^ 

er job of that over time than Winston. 

Q. (Mr. Rosenblatt) Do you think 
boro is a better cigarette than Camel 
inston? 

A. A better cigarette? No. 

Q. What is Camel's market share? 

A. Camel's market share is about 
share points. 

Q. And what is Doral 1 s? 

.< A. About 6.3. 

Q. What is your understanding of 
the number two cigarette in the country, 
after Marlboro? 

A. Do you mean which brand is it? 

Q. Yes. 




(J1 

ro 




■*vj 

00 
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A. Well, based on last year's 
number, it would be I think a tie between 
Newport and Doral. 

Q. And what is their market share. 


about? 




A. They -- by our system that we 
: to calculate market share, and that is 


^.wh^t consumers are actually smoking, we 
them at about a 6.3, I believe, for 
of last year, and Doral at about the 




Q. And Marlboro's share is what? 

A. Well, today they're up on our 
em about 37 share points. 

Q. Do you agree that younger adult 


F'SftWo^cers have been the critical factor in 
NfiH' growth and decline of every major 
f~^ra|hd and company over the last 50 years? 



form. 


MR. JOHNSON: Object to the 


THE WITNESS: No. 


MR. ROSENBLATT: Why not? 


What don't you agree with? 
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1 THE WITNESS: I don't agree 

2 with what you said. 

3 MR. ROSENBLATT: Why? 

4 THE WITNESS: Well, show me 

5 the data. Doral has grown to over six 

6 share points, and to my knowledge, that is 

7 among -- switching among -- or among 

8 .adult smokers. I mean, that's one example 


9 

10 

11 

2 

3 

14 

15 




n think of. 

Q. (Mr. Rosenblatt) Is it your 
tion that all of the expenditure of 
y by Reynolds in terms of advertising 
promotion is directed toward trying to 
smokers to switch to your brands? 

A. Your advertising and marketing 


16 HtrffSprts are directed at trying to get 


17 pffWpetitive smokers to switch to your 

18 or consider your brands, as well 

19 as directed at your adult franchise 

20 smokers to, you know, help reaffirm their 

21 commitment to your brand. 

22 Q. Did Reynolds ever target kids. 


23 under-age smokers, to try to get non- 


cn 

ro 


UD 


'J 

00 
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1 MR. JOHNSON: There■s no 

2 question. 

3, MR. ROSENBLATT: The 

4 question is, there's no doubt in my mind 

5 that part of the basis for the findings by 

6 the jury is, they did not believe that you 


didU not target kids, and they did not 


i^.eve that you advertised only for 

rs, but you have no way of knowing 
way or the other, since you didn't 
ow the trial. Isn't that true? 



MR. JOHNSON: Object to the 


THE WITNESS 


As we've 


cussed before, I wasn't at the trial, 
was I in the jury room. 

Q. (Mr. Rosenblatt) No, but you've 
eh the verdict. You’ve seen the 
verdict. 

A. Yes. 

Q. And you know that this jury 
concluded that your company committed 
fraud on the American people for decades. 


Ly. 
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1 and that you were part of a conspiracy to 

2 lie and cheat the American people. You 

3 don't know the underpinning for those 

4 findings, but you know that's what the 

5 jury found, don't you? 


6 

7 

8 
.9 

10 

11 



14 

155 

16 

17 

18 
19 





MR. JOHNSON: Obj ection. 
^d and answered. Argumentative. 

THE WITNESS: What's the 



tion, Mr. Rosenblatt? 

MR. ROSENBLATT: You know 

's what the jury found, don't you? 

's the question. 

THE WITNESS: I understand 

one of the findings had to do with 
d. I don't know what that fraud was. 


Y-^as not in the courtroom. I was not 

| 

t of the trial process, and I have no 



; idea what the jury discussed among 


themselves. 


20 Q. (Mr. Rosenblatt) And you have 

21 no idea as to the basis of the jury’s 

22 findings. You have no idea about the 

23 areas where they found that your company 
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1 lied and misrepresented and concealed. 

2 It's all a mystery to you, isn't it? 

3 MR. JOHNSON: Objection. 

4 Asked and answered, about three times 
5> already. 


6 


8 


9 



14 

15 

16 

17 

18 

19 

20 
21 
22 
23 



MR. ROSENBLATT: Correct? 
a mystery to you, isn't it? 

■ THE WITNESS: I was - - I am 

ipable of speculating on what was in a 
Fpr's mind in this process and what they 
:ussed. I was not a juror. I was not 
:he courtroom. I am incapable of 
mlating on how they arrived at the 
Elusions they arrived at. 

Q. (Mr. Rosenblatt) Let's examine 

Htrftat last statement. You know that the 

j 

fust of the tobacco industry's position 
3 hase l of this case, the Engle case. 




was that, just as you've said today, 
cigarette smoking, it hasn't been 
scientifically proven that cigarette 
smoking causes these various diseases, and 
the tobacco industry position was, it’s a 


(J1 




v£) 


00 
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risk factor, but it hasn't been 
scientifically proven that it causes these 
diseases, and it's not really addictive, 
because there are 50 million quitters, and 
anyone who really makes up their mind to 
quit, can quit. So when you look at the 
^jury ’ s verdict, isn't it obvious to you 
■that they didn't believe you and your 

rv i 

Stiesses in those areas, the areas of 
Ration and addiction? 

J 

MR. JOHNSON: Object to the 
fn and calls for speculation. 

MR. ROSENBLATT: Can you 
ionally reach any other conclusion, 
r than the one I've just given you? 

MR. JOHNSON: Object to the 



WMSnwu: 



MR. MOSS: Join. 

MS. LUTHER: Objection. 
MR. ROSENBLATT : What 1 s 

your answer? 

THE WITNESS: 

hear the question again. 


I’d like to 


in 

NJ 


to 

CO 

CD 
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20 prevention program? 

21 A. We have a youth program, youth 

22 smoking prevention program, called Right 

23 Decisions Right Now, and we also are part 
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of the We Card Program, that the industry, 
along with retailers, have been 
implementing for the last five or six 
years at retail to train retailers on how 
to ensure that people are carded when they 
smoke, to, you know, prevent access to 
r-age smokers. 

^ Q. How much does Reynolds spend on 

f"Ti 

programs per year? 

A. About $2.5 million. 

MR. ROSENBLATT: Jim, have 
brought has the witness brought 
him documents in response to the 
ce of taking his deposition, Exhibit 






^ MR. JOHNSON: We only got 

^mat notice two, three days ago, Stan. 

^ got with me his deposition, which I 

think was called for by that notice. We 
are in the process of trying to see 
whether we have other responsive 
documents, and we did not bring -- other 
than the depo, anything with us today. 
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Andrew 


MR. ROSENBLATT: Well, 


after the lunch break. I’ll go down, you 


know, that list. 


MR. JOHNSON: Sure. 


MR. ROSENBLATT: I won 1 t do 


that now. 


MR. JOHNSON: Would now be 



time to break? 


^ MR. ROSENBLATT: Yeah, now 

^Jine. How long of a break do we want? 

MR. JOHNSON: How much 
®^er do you have? I mean, we can go 
oft, we can go -- you know, depends on 
Hj: much longer you want to go. 

MR. ROSENBLATT: That ' s 


Hrarasd to say. Probably two to three hours. 

k J 

MR. JOHNSON: Okay. What’S 


ie;: consensus, gang? An hour? 


[Luncheon Recess] 

Q. (Mr. Rosenblatt) Mr. Schindler, 
Do you have any background in finance or 
accounting? 

A. No. 
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Q. What was your major in college? 
A. My undergraduate major was 
history, and then I got an MBA from the 
Wharton School. 

Q. And the focus of the MBA was 
what? Just general business? 

A. Yes. 


Q. Does your company advertise in 
. ing Stone? 

A. Yes. I believe we do. 

Q. On a regular basis? 

A. Yes. I would think so, yes. 

Q. How about Sports Illustrated? 


Yes. 


Have you advertised in the 
edition of Sports Illustrated? 


A. Probably. I mean.... 

Q. Do you advertise in Playboy? 


Yes . 


Do you advertise in any other 



so-called girlie magazines? 


MR. JOHNSON: Object to the 


question. 
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MR. ROSENBLATT: For want 


F" \ 




of a better term. You know, you 
characterize it any -- what I call girlie 
magazines are magazines that have pictures 
of either naked women or almost naked. 

That to me is a girlie magazine, no matter 


highfalutin' an article may be in the 



.magazine. 


THE WITNESS: Well, I know 



re in Playboy. You know, I don't want 

I 

^speculate beyond that. 




s£ler? 


i a. 


(Mr. Rosenblatt) How about 


I don’t think so. 


Q. Okay. How does Camel Cash work? 


A. It's -- you know, what we call a 
ifftinuity program. A smoker holds on to 
reaves, you know, Camel Cash coupons. 


and then they are able to at whatever 
point redeem coupons for, you know, 
certain items. 

Q. Such as? What are some of the 


items that are part of the Camel Cash 
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1 program? 

2 A. Well, that’s changed a lot since 

3 the MSA. It; used to have a lot of logo-ed 

4 items, you know, anything from ashtrays to 

5 coffee mugs to t-shirts and hats and all 

6 that sort of thing. All of that has gone 
because in the MSA you can't use any 




' loqo-ed or branded, you know, utilitarian 

f -sr 1 

' s such as that. So today, the current 
el Cash, people can save coupons and 
eem them for various trips, for 
pie, and other kinds of merchandise 
p might be in that catalog that are non 
-ed, but there are trips and some 

chandise. 

Q. Does Reynolds give out racing 
§pHir in connection with the Winston Cup 
^^^tnotion? 

A. Racing gear? 

Q. Or if not racing gear, then 
what, if anything, in connection with the 
Winston Cup program? 

A. Well, we just started this year 
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a -- again, this language of continuity 
program, called Winston Racing Nation, and 
that has certain, you know, benefits to 
it, if you join the Winston Racing Nation 
Club, and I am -- right now, I'm not sure 
off the top of my head, what the exact, 

know, items or merchandise might be in 
^co^iection with Racing Nation. 

Q. What does that mean, the 'Racing 

fWfon ’ ? 

A. It's just a term, you know, for 
3ton smokers that, you know, in one way 
;he other have some interest in racing. 
||—(Off record discussion) 

^ A. It's just a way of describing 
program. 

' Q. Did you get me that database 
formation during the; break? 


MR. JOHNSON: We did not. 
We -- I was advised duping the break that 
that is a -- the numbebr there is 
proprietary. If we cah enter into some 
kind of confidentiality agreement, I will 
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-- we will provide you that number. 

MR. ROSENBLATT: Okay. I 
assume you have the number. You're not 
giving it to me now, but at this point, 
Mr. Schindler knows what the number is. 

MR. JOHNSON: He doesn't 
yet. We will find out, and give it 



3 

4 

5 

6 


8 ^tO'^ou, assuming we can enter into a 

f "'ir 

9 jPHli Eidentiality agreement. 

MR. ROS ENBLATT: Okay. 

Q. (Mr. Rosenblatt) In terms of 
1 advertising, does Camel still use 
iShe, theme of 'what you’re looking for'? 

^ A. No .. 

Q. Why was that discontinued? Did 
16 ^"'IX'Shave to be discontinued under the MSA? 


17 ps™- A _ No . 

18 Q. Why was it discontinued? 

19 A. We moved from the ’what you're 

20 looking for 1 campaign to a campaign called 

21 'mighty tasty' and from 'mighty tasty' we 

22 moved to the current campaign, called 

23 ’pleasure to bum. ' 
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Q. Now when you talk about the 
current campaign, ’pleasure to burn,’ is 
it fair to say that all current Camel 
advertising has that as its theme, 
'pleasure to burn,' or are there some 
Camel advertisements that have a different 
e, currently. 

A. It's fair to say that all the 
1 advertising is under the theme of 
asure to burn.' 

Q. Who is your main outside 
rtising agency? 

A. With regard to Camel? 

Q. Well, I'd like it for the 
any as a whole. If not, tell me with 

16 ^"regard to Camel. 

17 ; 

18 L 




: A. Well, with Camel, it's Muzinna 

rown. 


19 Q. Okay. Does Muzinna Brown have 

20 the majority of the other brands as well? 

21 A. No. They just have Camel. 

22 Q. Which brands do you advertise 

23 most heavily, from the standpoint of 


U1 

fO 


to 


00 


05-11-00 Engle v. RJ Reynolds/94- 

08273 CA (22) COPY 

Chaplin * Aaaociets*, P. O. Box 407, l*m*rrrlll«, PC 272 95 (39$) 992- 

1954 


http://legacy.library.ucsf.e8a(lraiftnt|0pa0j9)£pcliS/.industrydocuments. ucsf.edu/docs/smgl0001 









Andrew J. Schindler 


Peg 


T X 
i 



dollars? Is it Camel, or is it Winston? 

A. I would say Camel and Winston 
are probably pretty close together, and 
then Doral. And then some on Salem. 

Q. How much do you figure you spend 
a year on Camel advertising? 

A. The total advertising 

8 ^expenditure is around $165 million. I am 

9 exactly sure on Camel, but you know, 
s probably around $60 million. That's 
it of a guess on my part. 

Q. The United States government 
e^tp.mates that smoking kills approximately 
000 Americans prematurely each year, 
ou agree or disagree? 

MR. JOHNSON: Object to the 


THE WITNESS: I obviously, 
as I stated before, agree that cigarette 
smoking represents significant and 
inherent health risks. I have no idea how 
many people's illness and subsequent death 
are related to smoking. 
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1 Q. (Mr. Rosenblatt) Now, the 

2 health community, health groups, don't 

3 want young people to smoke, because they 

4 don't want them to become addicted to a 

5 drug and a product that causes disease. 

Why don’t you want young people to smoke? 

MR. JOHNSON: Object to the 

THE WITNESS: I don't want 
ng people to smoke for several reasons, 
iously, if you're under the legal age 
•uy the product, it's illegal. It’s a 
o^luct that becomes habit-forming, has 
th risks somewhere out into the 
ure, and I don’t believe someone who is 

I 

16 htfrider the legal age, children, are capable 


17 making that, you know, that kind of 

18 IjjepLsion with a product like this, and 

19 they should not smoke. 

20 Q. (Mr. Rosenblatt) Does your 

21 website indicate whether Reynolds believes 

22 that smoking causes disease? 

23 A. The website states, I think 
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1 fairly clearly, that, you know, we believe 

2 that it has significant and inherent 

3 health risks, and may cause disease in 

4 some people. 

5 Q. Since you’ve been -- you've been 

6 with Reynolds how many years? 

7 \j A. 26 years with RJR. Probably 23 


8 1 - -.^about 21 of that with the Tobacco 


y Q. During your tenure, has there 

r been a year when cigarette prices 

IT 

^ not raised, on your brands? 

, A. You know, I'm not totally sure 
|^his, but there may have been a twelve 
J i30 month period -- you know, geez, I'm 



16 hraste,. sure. The only time I can think of 


17 Pllfire that may have happened would have 

18 after Marlboro Friday, somewhere back 

19 in '93, *94 period. 

20 Q. Is it fair to say that during 

21 the years of your relationship with the 

22 company, that the pattern has been to 

23 raise prices on your brands twice a year? 



19 

in 

' 93, 
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20 
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A. No. Through my entire time with 
the company, no, that's true (sic). I 
mean, the pattern over that 20 some year 
period, there were times where you would 
get a price increase perhaps every twelve 
months or so. There was a period where 
every -- maybe twice a year as you 
say here. Then there was a period where 
* previous eight or nine price increases 
rolled back, in 1993, with what is 
as Marlboro Friday. So it's -- then 
e's been this period of settlements 
tji certain states, and global 

lement, where there's perhaps a higher 
quency of price increases, so it varies 
16 Hover time. 



17 

18 

19 

20 
21 
22 
23 



□. What is the average retail price 
Camels per pack in the US today? 

A. The average retail price today 
is probably, you know -- probably about 
$2.88, $2.90 a pack, something like that. 

Q. Are the prices for your premium 
brands all comparable? 
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A. Yes. 

Q. Do you expect Reynolds to raise 
the price of cigarettes this year, 2000? 

MR. JOHNSON: Object. 

Proprietary.. 

MR. ROSENBLATT: You 1 re 
J-ing him not to answer? 

MR. JOHNSON: Yes. 

Q. (Mr. Rosenblatt) How much money 
^3 Reynolds plan to spend in the year 
on stock buy-backs? 

A. Well, the board in February 
roved a stock buy-back of $100 million, 
is, you know, what we've told 


Nestors is that we expect to complete 




16 h'tdmt $100 million buy-back by year-end. 

17 Q. Explain how a stock buy-back 

>rks, and what its purpose is. 

A. A stock buy-back is that we go 
buy back stock on the open market. I 

21 mean, that's the -- that’s how that works. 

22 And what was the - 

23 Q. - What is the purpose of doing 
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1 that? 

2 A. The reason we, you know, wanted 

3 to do stock buy-backs, is because of -- 

4 you know, depending on the dividend yield 

5 on the stock, which over the last month or 

6 so, we had stock prices at $15, $18, $17, 

7 It's around $22 now. There was a 


8 high yield on that $3.10 dividend, so 

get into those high yields and the 
pk price at $19, $20, that you could 
: a 15 percent after-tax return on 
ing back your stock. For each share of 
k that you buy back, that's a $3.10 
idend you don't have to pay, so there's 
ery clear investment return, if you 

16 from our standpoint, by doing that. 

17 that's the main motivation. 

18 Beyond that, there's the sort of 

19 general notion that, stock buy-backs are 

20 theoretically good for people that hold 

21 the stock, or continue to hold it, because 

22 the less shares that you have in the 

23 marketplace, the theory goes, that 
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2 eventually your stock price will be 

2 higher. 

3 Q- What has been the pattern of 

4 stock buy-backs for, let's say, the last - 

5 - the decade of the 90's? 

6 A. I can't really speak to that. I 

7 Sn ean, I can speak to the stock buy-backs 
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we've initiated since we became a 
ic company in June of last year. We 
a -- we initiated a stock buy-back of 
million in November of last year, 
h was completed in February of this 
, and then as we just discussed, we 
the other $100 million authorization 
!m the board to buy back stock between 
now and the end of the year. 

q you anticipate that will in 

be accomplished? 

A. That’s our plan. 

Q. Does Reynolds plan on raising 
its stock dividend in the year 2000? 

MR. JOHNSON: Objection. 
Proprietary information. 
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1 Q. (Mr. Rosenblatt) What has 

2 Reynolds done in terms of stock dividends 
in recent years? 

A. Again, I'll talk to -- and what 
I can talk to is RJ Reynolds Tobacco 
Holdings, since the spin-off. At the time 
he spin-off, we received authorization 
the board to have a annualized 
dend of $3.10 for each share of stock 
someone owns, and that's -- was 
oved -- it was June or July of last 
after the -- I guess it was July of 
st year, after the spin, and that's 
e we are today. 

Q. What amount of punitive damages 





16 h'Tel^urned by the Engle jury would cause 


17 

18 

19 

20 
21 
22 



olds to go bankrupt, in your opinion? 

! A. Well, the numbers that have been 


thrown around in the press, I think, $100 
billion would do it. 

Q. How about $90 billion? 

A. Yeah. I suspect that would do 


23 it 
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1 Q. How about $80 billion? 

2 A. We're going to keep doing this, 

3 I suspect, until we get to a point where I 

4 say, I don't know. If you're looking for 

5 where is the final line you can go before 

6 you're in bankruptcy, I don't know. 

7 j Q. But you would agree that - - 


8 ^ let's just if there were a verdict of 

f T'” 1 

9 billion, but there was an agreement 


eby you could pay that out under 


ppntially the same terms as the master 
Element agreement, then it definitely 
itl-dn't cause Reynolds to go into 
nkruptcy. 


15 : MR. JOHNSON: Well, object 

16 h^^Pbject to that question as asking for a 

17 Nl^iiclusion based on something which is not 

18 f' authorized under the law. It's just 


19 completely unreal. 

20 MR. ROSENBLATT: No, it's 

21 completely real. Whatever the law was, a 

22 plaintiff’s lawyer can negotiate. It 

23 happens all the time, you know, after a 
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judgment. This is a hypothetical 
question. 

MR. JOHNSON: Well, on the 

basis - 

MR. ROSENBLATT: - The 

hypothetical question is, that if there 

a verdict of $100 billion in punitive 
je, and I as class counsel said, okay, 
can -- you don't have to pay us the 
fp billion within 3 0 days, even though 
lave a j udgment, or may have a 

You can pay it out over the 
25 years. If I were to say that, 
ithetically, as class counsel 
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J13 

15 ^Representing the class, it would not cause 

16 HR<eypoldB to go bankrupt. Isn't that 

17 N^rect? 

18 MR. JOHNSON: I’m going to 

19 state my same objection to this misleading 

20 question. 

21 MR. ROSENBLATT: You can 

22 answer it. 

23 THE WITNESS: I am not 
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capable of speculating here on 
hypothetical scenarios on what would put 
you in bankruptcy. It is a complex issue, 
and I think I'd be remiss to sit here off 
the top of my head, and speculate on your 
hypothetical terms of agreeing on payment 
sams, and whether or not that would put 


jus,J.n a Chapter 11 or extremely difficult 
ncial situation that could lead to 
ter 11. 


Q. In anticipation of the punitive 




18 

19 ' MR. JOHNSON: Okay. 

20 MR. ROSENBLATT: I want to 

21 go down that list with him. If he has it 

22 in front of him, it will make it simpler. 

23 MR. JOHNSON: Yeah. He now 
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1 has it in front of him, Stan. 

2 Q. (Mr. Rosenblatt) Okay. 

3 Documents to be produced, number one, a 

4 current curriculum vitae or resume which 

5 lists all your publications and 

6 presentations. Now, as I understood from 

7 Johnson, you have not brought that 


8 

9 


r' 


..wi 


you. Does such a document exist? 
A. I have a company biographical 



16 hbropght it with me. 


17 Q. (Mr. Rosenblatt) Okay. Do you 

18 any publications? A list of 

19 publications somewhere? Have you 

20 published anything? 

21 A. Well, I don't have a list 

22 because I haven't published anything. 

23 Q. Okay. How about a listing -- 
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for example, you talked about a 
presentation you made at the most recent 
stockholders' meeting. 

A. Right. 

Q. Do you have a list of 
presentations such as that, and other 

jentations to groups on tobacco issues? 

A. No, I do not have a list of 
jentations . 

Q. Okay. Number two. What -- I'm 
this is a short list. What tobacco 
ils have you ever testified in? 

A. Minnesota, AG case. 

Q. You testified in Minnesota 

rpre a j ury? 

A. Yes. 

Q. Okay. Any other cases where you 
>st ified either before a judge or jury? 

A. No, that’s the only one. 

Q. Okay. And I assume you gave a 

deposition in the case? 

A. Yes, I did. 

Q. And obviously you've given 
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1 depositions in Engle? 

2 A. Yes, I have. 

3 Q. - other cases where you've 

given depositions? 

A. You're getting tripped out a 
little. What was the -- just the very 
question? 

Q. Okay. Are there -- can you name 
jar cases where you have given 
sitions? 

A. I gave a deposition to the 
^ral Trade Commission on the 

ministrative case they were bringing on 

“1 

| Camel. I gave a deposition in the 
hworker's case. And then obviously 

16 hEngle. That's the only ones I can 

17 N^P^K'ember. I think that's it. 

^ Q. Okay. Look at number three 

under documents to be produced. Have you 
authored or co-authored any publications? 
A. No. 

Q. So in other words you're telling 
me that looking at number three under 
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documents to be produced, you would have 
nothing from a document standpoint to 
comply with that? 

A. That's what I'm saying. I 
haven't authored or co-authored any 
publications which address your company, 
mcial matters within the company, or 



1 

2 

3 

4 

5 

6 

7 

8 lan^ of the areas in which you expect to 
ify in this case. 

Q. Number four. All documents, 
ibits, facts and materials representing 
ontaining facts upon which you have 
ied or may rely in giving testimony in 
case, or which may be used to 

sent, illustrate or explain your 

i 

16 Hbestimony in this case. What do you have 

17 N^f§Lt falls in that category? 


18 MR. JOHNSON: We will be 

19 turning over to you, consistent with the 

20 procedure we've used throughout the trial, 

21 any exhibits that we will use with Mr. 

22 Schindler and his testimony. I think 

23 that's responsive to that specification. 
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Q_ (Mr. Rosenblatt) Number five. 
Any reports, studies, data compilations, 
databases, or other information of a 
statistical nature upon which you have 
relied or may rely in preparing or 
presenting your testimony in this case, 
rou have anything in that category? 

A. No. 

Q. How about number six? Do you 
anything in -- I don't really see a 
to read every word. 

MR. JOHNSON: He’s reading 



Stan. 


THE WITNESS: Yeah, I just 





a 


16 MR. JOHNSON: He just 

17 . miHcis a minute to read it. 

18 THE WITNESS: Yeah. 

19 MR. ROSENBLATT: Take your 

20 time. We're on the same number. Number 

21 six. 

22 THE WITNESS: Right. 

23 (Witness examines document) 
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MR . ROSENBLATT : You don 1 t 






have anything that would fit that 
category? 

MR. JOHNSON: Well, we’ve 
got his deposition. 

THE WITNESS: I’m sorry. 

W&.i.y e got - 

MR. JOHNSON: - We’ve got 

deposition. 

THE WITNESS: Yeah, we've 
the deposition you took from me three 
s ago. I'm sorry. We've got that 
ohe^. That' s it. 

Q. (Mr. Rosenblatt) You have not 

foght any other depositions? 

MR. JOHNSON: No. 

Q. (Mr. Rosenblatt) How about 

£>er seven? Any and all reports you've 
prepared or furnished in this case. Do 
you have anything in that regard? 

A. No. 

Q. Number eight, any and all 
reports which were furnished to you by 
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other experts in this case. 

A. No. 

Q. Such as economists or your 
fellow CEO's. You have not received any 
reports or information from them covering 
their projected testimony? 

A. No, I have not received any 




8 , infprmat 


ion like that from economists or 



ellow CEO's. 

Q. How about number nine? Do you 
anything that would comply with that 
gory? 

(Witness examines document) 

A. No. I don’t have anything 


re. 

■SsVwVW ,SV.W^ 

16 Q 


How about number ten? 

17 A. Don't have that. 

18 Q* But you could get it, obviously. 

19 In other words, if you wanted -- who -- 

20 if you wanted an answer today to this 

21 question, how much has Reynolds paid its 

22 lawyers through today, to defend the Engle 

23 litigation, the total sum, who would you 
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call to get that information? 

MR. JOHNSON: I'm going to 
object to the question generally. He's 
already said he doesn't have any billing 
file. 



MR. ROSENBLATT: Who would 
y call to get that information, if you 
^..wai^ted an answer to that question? 

THE WITNESS: Chuck Blixt. 
MR. ROSENBLATT:: And his 
.e is what again? 

THE WITNESS: He's 
:utive vice president and general 
lsel. 

Q. (Mr. Rosenblatt) Okay. Number 
Heri-feyen, any and all notes, writing, 

J 

ioranda, et cetera, which you have 
eLared in this case. 





A. Nothing there. 

Q. Number twelve, any and all notes 

taken of, prepared and analysis performed 
by you or your agents which were prepared 
for this case? 
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speeches, presentations, articles, or 
other written memoranda, publications, and 
or videotapes that address in any way 
tobacco litigation, including the Engle 
class action trial. 

A. The only thing I can think of 
re is the speech that I gave at the 


3 

4 

5 

6 
7 


8 ^shareholders’ meeting, 




Q. Mr. Schindler, do you as the 
ef executive officer of RJ Reynolds 
cco Company and RJ Reynolds Tobacco 
ings, do you apologize to the American 
ople and the residents of Florida for 
fraud and misrepresentations committed 
our company over the past several 
des? 

MR. JOHNSON: Object to the 
||opjn of the question. 

THE WITNESS: I believe I 
work for a company that operates with an 

21 extraordinarily high level of 

22 responsibility and ethics, and I don't 

23 have any need or -- to apologize for 
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something that I don’t believe has 
happened. This is a very fine company. 

I’m proud to be part of it, and I can't 
imagine what I'd be apologizing for, given 
the fine people I work with. 

Q. (Mr. Rosenblatt) So in essence, 
^re 1 s nothing to apologize for in your 
vi^w? 

MR. JOHNSON: Object to the 


MR. ROSENBLATT: Is that 

rate? 

THE WITNESS: Yeah. Based 
y experience with this company, and 
responsible and ethical manner in 




16 h’whdph it has operated in my personal 

^Werience, I can’t think of what I would 


jologize for. 

MR. ROSENBLATT: That’S it 

MR. JOHNSON: All right. 

MR. ROSENBLATT: That 
should be a happy surprise to everybody. 
WHEREUPON, at 1:45 o’clock p.m. the 
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I, Cathy Chaplin, CVR and Notary Public in and for the 
County of Guilford, State of North Carolina at Large, do 
hereby certify: 

That there appeared before me the foregoing witness at 
the time and place herein aforementioned; 

That" 'the^: said witness was sworn by me to state the truth, 
the whgie truth, and nothing but the truth, in said cause; 

testimony was taken before me and recorded by 
^thereafter reduced to typewriting under my direct 
i, and the foregoing consecutively numbered pages 
jjsete and accurate record of all the testimony 
lid witness; 

d undersigned is not of kin, nor in any wise 
"with any of the parties to said cause of action, 

I 

nor th^tT^ounsel, and that I am not interested in the 
event (^"^lereof. 

IN mss WHEREOF, I have hereunto set my hand and seal 
this the 12th day of May, 2000. 



CHAPLIN Sc ASSOCIATES 


P. 0. Box 407 
Kernersville, NC 27285 
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WITNESS CERTIFICATION 
I, ANDREW J. SCHINDLER, do hereby certify. 

That I have read and examined the contents of the 
foregoing pages of record of testimony as given by me at the 
times and place herein aforementioned; 

And that to the best of my knowledge and belief, the 
forego|n]pgg|ages are a complete and accurate record of all 
the testimony given by me at said time, except as noted on 
the atl Id here (Addendum A) . 


I have 
made c 



have not 
s/corrections 


., Notary Public for 


., state of 


do hereBy^certify: 

That- the' herein-above named personally appeared before me 


day of 


20 


I personally witnessed the execution of this 
r the intents and purposes herein above 


described. 


(J! 

M 


NOTARY PUBLIC 
My Commission Expires: 


(SEAL) 
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